
SCPSC Docket No. 96-001-E

DIRECT TESTIMONY
OF

RONALD R. PENNY

1 Q. Please state your name, address, and position with Carolina Power & Light

2 Company.

3 A. My name is Ronald R. Penny and my business address is 411 Fayetteville Street

4 Mall, Raleigh, North Carolina. My position is Manager - Rate Support.

5 Q. Please describe your educational background and professional experience.

6 A. I obtained a Bachelor of Science Degree in Electrical Engineering from North

7 Carolina State University and then joined the Company's Rates and Service

8 Practices Department as a Research Analyst in 1975. Since that time, I have held

9 various positions in the Rates and Engineering departments. I was appointed to my

10 current position in 1995. While working in the Rates and Energy Services

ll Delxutment, I have been involved in numerous rate proceedings. I have sponsored

12 testimony in at least five such cases before the Federal Energy Regulatory

13 Commission.

14

15

16

Q. What is the purpose of your testimony?

A. The purpose of my testimony is to review the results of the Company's fuel cost

and revenue collection for the period July 1995 through December 1995. In
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Please stateyour name, address,and positionwith CarolinaPower & Light

Company.

My name isRonaldR. Penny and my businessaddressis411 FaycttevilleStreet

Mall,Raleigh,North Carolina.My positionisManager -Rate Support.

Pleasedescribeyoureducationalbackgroundand professionalexperience.

I obtaineda Bachelorof ScienceDegree in ElectricalEngineeringfrom North

CarolinaStateUniversityand thenjoined the Company's Rates and Service

PracticesDepartmentasa ResearchAnalystin 1975. Sincethattime,I have held

variouspositionsintheRatesandEngineeringdepartments.I was appointedtomy

currentpositionin 1995. While working in the Rates and Energy Services

Department,Ihavebeeninvolvedinnnmcrousrateproceedings.I have sponsored

testimonyin at leastfivesuch cases beforethe FederalEnergy Regulatory

Commission.

What isthepurposeofyour testimony?

The purposeof my testimonyistoreviewtheresultsof theCompany's fuelcost

and revcnuecollectionfortheperiodJuly 1995 throughDecember 1995. In
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1 addition, I will recommend a fuel factor for use during the April 1, 1996 through

2 September 30, 1996 period.

3 Q. Please explain Penny Exhibit No. 1.

4 A. Penny Exhibit No. 1 is a summary of CP&L's actual system fuel cost and kilowatt-

5 hour sales experienced during the period Inly 1995 through December 1995. The

6 upper portion of the exhibit itemizes fossil fuel costs by type of fuel —coal, oil,

7 or natural gas —and indicates the type of generating unit which consumed the fuel.

8 The total fossil fuel expense is shown on line 9.

The fossil fuel cost component on line 9 is added to the nuclear fuel expense

10 shown on line 10 and the purchased power expense shown on line 13 to provide the

11 total fuel expense as shown on line 14. Line 15 is a summary of net system

12 kilowatt-hour sales associated with the incurred fuel expense. Line 16 indicates the

13 system cost of fuel per kilowatt-hour sold each month.

14 Q. How have the fuel revenue billings compared to the fuel costs which were

15 incurred2

16 A. I have prepared Penny Exhibit No. 2 to compare the revenues billed South

17

18

19

20

Carolina customers through the base fuel component of our general rates to the

actual fuel costs attributable to those sales. The first line is the actual South

Carolina jurisdictional kilowatt-hour sales in each of the months indicated. Line 2

is the system fuel cost per kilowatt-hour as computed on Penny Exhibit No. l.

Line 3 is the base fuel component which was approved by the Commission and in
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addition, I will recommend a fuel factor for use during the April 1, 1996 through

September 30, 1996 period.

Please explain Penny Exhibit No. 1.

Penny Exhibit No. 1 is a summary of CP&L's actual system fuel cost and kilowatt-

hour sales experienced during the period July 1995 through December 1995. The

upper portion of the exhibit itemizes fossil fuel costs by type of fuel -- coal, oil,

or natural gas -- and indicates the type of generating unit which consumed the fuel.

The total fossil fuel expense is shown on line 9.

The fossil fuel cost component on line 9 is added to the nuclear fuel expense

shown on line 10 and the purchased power expense shown on line 13 to provide the

total fuel expense as shown on line 14. Line 15 is a summary of net system

kilowatt-hour sales associated with the incurred fuel expense. Line 16 indicates the

system cost of fuel per kilowatt-hour sold each month.

How have the fuel revenue billings compared to the fuel costs which were

incurred?

I have prepared Penny Exhibit No. 2 to compare the revenues billed South

Carolina customers through the base fuel component of our general rates to the

actual fuel costs attributable to those sales. The first line is the actual South

Carolina jurisdictional kilowatt-hour sales in each of the months indicated. Line 2

is the system fuel cost per kilowatt-hour as computed on Penny Exhibit No. 1.

Line 3 is the base fuel component which was approved by the Commission and in

Pige 2 of 4



1 effect in each of the months shown. Lines 4 and 5 are computed by multiplying

2 the kilowatt-hour sales from Line 1 by Line 2 to determine the revenues required

3 and by Line 3 to determine the revenues billed. Line 6 is the difference between

4 the revenues required and billed. Line 7 reflects any accounting adjustments that

5 were made during the period. Line 8 is the cumulative effect of the over- and

6 under recovery reported on line 6 plus the adjustments shown on line 7. Through

7 December 1995, the Company was $0.3 million over collected in fuel expense.

8 Q. Please explain Penny Exhibit No. 3.

9 A. Penny Exhibit No. 3 determines the calculation of a base fuel component of

10 1.374C/kWh for the six-month period April 1996 through September 1996

11 consisting of a component for recovery of projected fuel expense for this period

12 and a component to refund the projected over recovery at March 1996. This

13 calculation is performed in accordance with the fuel statute which requires the

14 Company to submit this information to the Commission.

15 Q. What factor are you recommending to the Commission for adoption in this

16 proceeding?

17 A. I am asking this Commission to continue the fuel factor at 1.340C/kWh for the next

18 six-month period.

19 Q. Please explain Penny Exhibit No. 4.

20 A. Penny Exhibit No. 4 is a continuation of my Exhibit No. 2 showing projected costs

21 and revenues, by month, for the period January 1996 through September 1996.
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effect in each of the months shown. Lines 4 and 5 are computed by multiplying

the kilowatt-hour sales from Line 1 by Line 2 to determine the revenues required

and by Line 3 to determine the revenues billed. Line 6 is the difference between

the revenues required and billed. Line 7 reflects any accounting adjustments that

were made during the period. Line 8 is the cumulative effect of the over- and

under recovery reported on line 6 plus the adjustments shown on line 7. Through

December 1995, the Company was $0.3 million over collected in fuel expense.

Please explain Penny Exhibit No. 3.

Penny Exhibit No. 3 determines the calculation of a base fuel component of

1.374e/kWh for the six-month period April 1996 through September 1996

consisting of a component for recovery of projected fuel expense for this period

and a component to refund the projected over recovery at March 1996. This

calculation is performed in accordance with the fuel statute which requires the

Company to submit this information to the Commission.

What factor are you recommending to the Commission for adoption in this

proceeding?

I am asking this Commission to continue the fuel factor at 1.340C/kWh for the next

six-month period.

Please explain Penny Exhibit No. 4.

Penny Exhibit No. 4 is a continuation of my Exhibit No. 2 showing projected costs

and revenues, by month, for the period January 1996 through September 1996.
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This exhibit continues the 1.340C/kWh revenue factor through the September 1996

projected period. My projection shows an over recovery of $0.15 million at March

1996 and an under recovery of $1.1 million at September 1996.

Q. Does that conclude your testimony?

A. Yes, it does.

rrp. sddja
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This exhibit continues the 1.3400/kWh revenue factor through the September 1996

projected period. My projection shows an over recovery of $0.15 million at March

1996 and an under recovery of $1.1 million at September 1996.

Does that conclude your testimony?

Yes, it does.
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Penny Exhibit No. 1
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Penny Exhibit No. 2
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PENNY EXHIBIT No. 3
SCPSC DOCKET NO. 96-001-E

SOUTH CAROLINA RETAIL
CALCULATION FOR BASE FUEL COMPONENT

JANUARY 1996

1.Projsded Expense from April, 1996 through September, 1996

Cost of Fuel

System Sales

Average Cost psr KWH

$302,727,200

21,966,871 Mwhs

1.378 cents

2. Projected Revenue Difference through March, 1998

Over-Recovery

Projected S.C. Retell Sales

Average Cost Per KWH

$150,079

3,417,652 Mwha

0.004 cents

3. Base Cost Per KWH

Preferred Expense

Revenue Difference

1.378 cents

41.004 cents

Base Fuel Component 1.374 cents

CAROLINA POWER AND LIGHT

SOUTH CAROLINA RETAIL
CALCULATION FOR BASE FUEL COMPONENT

JANUARY 1996

PENNY EXHIBIT No. 3
SCPSC DOCKET NO. 96-001-E

1. Projected Expense from April, 1996 through September, 1996

Cost of Fuel

System Sales

Average Cost Per KWH

$302,727,200

21,966,871Mwhs

1.378cents

2. Projected Revenue Difference through March, 1996

Over-Receve W

Projected S.C. Retail Sales

Average Cost Per KWH

$150,079

3,417,652 Mwhs

0,004 cents

3. Base Cost Per KWH

Projected Expense

Revenue Difference

Base Fuel Component

1.378 cents

-0.004 cents

1.374 cents
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